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v1. | Hiring of High Sp_eed Variable Data Printer_for numbering and bar coding of

Y
‘E‘?"f""l‘{ v Lottery Ticket

(a) The C—apt 8 undertaking printing work of lotteries such as Win Win W 182,

Pratheeksha, Dhanasree etc. as entrusted by the Lotteries Department. C-apt was having 5 Xerox

bar coding and aumbering units up 0 November 2013, As the performance of one of the
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machines was lagging, it was decided to hire w v wiieble data printer rather than purchasing a new
macline,

Government constituted a Tender Evaluation Committee tor this purpose. In a mecting
held in Ocioba 2012 tie teader cvaluaticn commilice cecidnd to iire machines withou
operators for the printing of Lottery Ticket tntil a new variable data printer is installed in the
Centre. The Exceutive Committee of C-apt accorded sanction for hiring a variable data printer in
its 41° meeting held on 02.08.2013.

Accordingly the centre invited tenders for hiring of the Machine on contract basis for a
period of two years. Against the notification, two firms submitted their offer. Of them the work
was awarded to the lowest bidder. After negotiation, the contractor agreed upon the rate of Rs.
921.352 per 1000 copies inclusive of all taxes on the condition that the supplier of the machine is
bound to post an expert tf:chnici::1n;"opo:erat0ir at thé C-apt to a&end the running troubles of the
machine and guide the operators in the hours of need.

The machine hired out has the capacity of numbering 2 crores of numbers of lottery
tickets per month. The hiring was done on the presumption that the C-apt could reduce spending
of huge amount for the purchase of lotiery ticket numbering unit and can double the printing of
lottery tickets in the centre. It was also presumed that the centre could earn Rs. 3.00 crore at the
end of contract period as per production target mentioned in the agreement.

On verification of the cost analysis data (Annexure 1} which stated that the hiring of
machine is more profitable than purchase of new machine, it is observed that the comparison was
not made between purchasing & new machine by C-apt and hired one, but with the existing

machines available with the centre. The profit comparison is also made only based on the no. of
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tickeis presuming that 2 erores of iickcis arc printed per month ené no comparison was made
hased on the profifioss per tickel using liud machine and by purciesing own machine.
From e auiual produciivl, Joisis roade wvaleble e e eesee befope and aftey hiring of

the machine, the following compaiison has been made for onc month (August 2014} as detailed

below:

- " Conmrri;'}t_n_éf production cost pei’ ticket o 4]

S.No. | Particulars  (for | By using existing | By hired | If new one purchased
one month) facility (Xerox) machine
One unit

. ‘ Rs. in lakh
l. Capital investment 20.00 Nil 180.00*
for one wunit
2 Interest on 0.30 Nil . 2.70
investment 18%
3 Salary of operator 0.30 0.30 0.30
(average of salary
of the machine
operators )

4 | Depreciation 0.42 Nil Nil for I* year
(25%)
5 Paper wastage 0.10 Nil 0.10
(Rs.50,000 as per
log record for 5
units)

Hence for 1 unit -
Rs.10000

S | Loss on printing 0.08 - 0.08
charge

12500 x 8 ticket x
8.5 paise '
(From data, cost of
paper 10paise per
ticket. 1  paper
gives 8 ticket.
| Hence £0 _paise per




#

g

Ly e P : :
r wastage Rs 100006 | } |
Means 12500 | ) :

i paper wasted ) ‘ ‘

¢ POnverhernd (indireer | rra SN ' v10
| aéministrative i [ ’
‘ expensed |
{For 5 units
rcported as 50000.
Hence for 1 unit -
10000)

7 | AMC (661450/5 = | 1.33 13,05 No AMC for 1" ycar
132290/unit)

Total | 2.63 13.45 3.28

8 Actual 549460 x 8 =114,16037 x 8§ 1,57,23,976 assuming
Production/month | 43,95,680 tickets =1,13,28.296 total production with this
{Average of tickets unit (4395680 +
August 2014) 11328296)

(897433 + 537323

+ 513625)

3
= 549460 paper

9 Cost per ticket Rs. 0.06 per Rs. 0.12 per Rs, 0.02 per ticket
ticket [ ticket

* The cost of hired machine is Rs. 180.00 lakh.

Thus, cost per ticket for printing by using existing facility is Rs. 0.06 per ticket and that
of hired machine is Rs. 0.12 per ticket. From this it is very clear that the centre was printing
tickets at a lower cost than of the hired machine. It is also noticeable that the centre had not
disclosed the wastage of paper and loss on printing charge.

Apart from the existing facilities, if the Centre had purchased a new machine with the

same production capacity of hired machine and the entire printing work was done in the new
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Foaning, mclueing e wesligs Lid oss on printing charges. ihe cost per UL would come only
R 0107,

From the details made available cost analvsis is done as follows :

{3y using XNevox | By ired machine | M mew  one
(cxisting fzcility) purchascd
Per ticker (Rs.)
Bar-cading (S]. No.9 0.06 012 0.02
of ehave table}
Paper cost (data given 0.10 0.10 0.10
by centre)
Printing cost (data 0.025 0.025 0.025
given by centre}
Total cost of | Rs. 0.185/ticket Rs. 0.245/ticket Rs. (.145/ticket
production (per ticket) ' '

Establishment cost not included as it has already been included in the above table.

Statement the profit/loss made is as follows:

By using Xerox (existing | By hired | If new one
facility) machine purchased
Per ticket (Rs.)
Selling price of one { Rs.0.33 Rs.0.33 Rs.0.33
lottery  ticket to |
lottery department
Total  cost  of | 0.185 0.245 0.145
production
Profit made Rs 0.145/ticket Rs 0.085/ticket Rs 0.185/ticket
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I Peafic far the month of Avpost 2014 ar po the detadle given by the Centee, s cebeulaied as
belloes
PR coecanin pitor monih
LETIEESEE Y B TR
IIL.II‘.. i Jl...r.!.)
Using Xeyox {existing facility- | 4395080 tickeis x 0.145 6.37
one machine)
Hired machine 11328296 tickets x 0.085 9.63
H new machine with  the | 1,57.23.976 tickets x 0.185 29.09
capacity of hired machine was
purchased

The centre had made a profit of Rs. 9.63 lakh per month with the hired machine. The

centre could have carned a profit of Rs. 29.09 lakh per month (approx) if a new machine was

. purchased with the capacity of the hired OCE machiﬁe. Thus annually the Centre could have

carned a profit of Rs. 349.07 lakh (approx). Moreover, the expenditure incurred towards AMC
fur the hired machine from November 2013 to October 2014 amounted to Rs. 108.78 lakh.

If the centre had taken steps to buy a new machine it would have been an asset to the
centre. It Is also pointed out that while deciding on hiring of machine, the cost comparison has
not done with purchasing new machine with that of hiring one,

On being pointed out this in audit, it was replied that the Centre opted for hiring a
machine rather than purchasing a new one due to the high price of the machine. If purchased it
would have becn a burden top govermnment. It was also stated that the Lottery department is
insisting to introduce latest security measures and consequent to upgradation of modern
technology, the present iechnological system may become obsolete. Hence the investment of

huge amount of two crore to procure such type of machine cannot be affordable. Hired machines
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would he taken cpt v hen o COMUECT Bohint s over 3t sine plen ctated ot i NS machines
could not be utiliced ol ve “Manealys Lo, v wias withdrawn by Government consequent on

declaration of Po-tiope e ~electiens.

The reply was not acceptable since the Centre has not made the cost/profir analysis

between the hired machine and with a new machine having the same capacity and configuration
of the hired onc. The cost analysis made by the Centre which stated that the hiring of machine is
more profitable than purchase of new machine is not a real analysis but én exaggerated statement
prepared based on the low output of the old existing machine available in the centre. The cost
analysis made by audit itself reveais the fact that hiring was not at all more profitable than
purchasmg a new machine or by using existing facmty
(b)  Apart from that C- Apt waived the condition of depositing the security aﬁwuht of 5% of
total price of the product on the plea that as the product is a hired one which is in possession of
C-Apt which in effect and by all means being pledged with the user. This is against rules,
{(¢)  As per clause 31 of the agreement exccuted between the MD, C-Apt and the contractor,
all the disputes arising out or any way connected with this agreement shall as far as possible be
settled through mutual discussion. If not settled, the same shall be referred to a sole Arbitrator to
be appointed by the Centre. The arbitration and Conciliation Act shall govern such proceedings.

But in a govemment order of 1985, it was clearly recognized that incorporation of an
arbitration clause could seriously jeopardize the Government’s interest due to risk of misuse and

consequent loss to the government. In spite of this C-Apt included the arbitration clause In the

original agreement.




